CERTIFIED MATL : MAR 25 19806

Dear Applicant:

We have received your application Form 1023, request for recognition of
exenption fram Federal income tax as an organization described in Section
501(c)(3) of the Internzl Revenue Code.

The information you submitted shows that you are formed as a non-profit
organization. Your stated objective is to provide transportation for
students of IIIEIGgGNGNE » 2rranging andl paying for contracted
bus transportation.

Membership in your organization is open to any I parent who
subscribes for bus transportation. The parent is assessed a yearly bus
fee based on the distance of the basic route. The fee ranges from

S-SEl annually.

Your organization's activity consists of operating Jllll bus routes
supplying daily transportation to and fram school for Il students under
a contract agreement betweer NN < H

Your incame is derived fram bus fees assessed of your members, and
interest. Disbursements are made for coperating expesnses and refund of
feas to the members.

Section 501(c)(3) of the Internal Revenue Code provides for exemption
from Federal incame tax for organizations which are organized and
orarated exclusively for religious, charitable, scientific, testing for
public safety, literary, or educationel purposes, or to foster naticnal
or intermational amateur sports campetition, or for the prevention of
cruelty to children or animals, no part of the net earnings of which
inures to the benefit of any private shareholder or individual. A
shareholder refers tc anyone having a personal and private interest in
the activities of the organization.
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Section 1.501(c)(3)-1(a)(l) of the Income Tax Regulations states that in
order for an organization to be cxempt under Section 501(c)(3) of the
Code it must be organized and oparated exclusively for one or more
purposes specified in such section. If an organization fails to meet
either the organizaticnal test or the operational test, it is not exempt.

Section 1.501(c)(3)-1(b)(4) of the Income Tax Regulations states that an
orgarization is not organized exclusively for one or more exempt purposes
unless its assets are dedicated to an exemplh purpose, for example, if,
upon dissclution, such assets would, by reason of a provision in the
crganization's articles or by uperation of law, be distributed for one or
more exempt purposes, or to the Federal government, or to a State or
local govermment, for a public purpose, or would be distributed by a
court to another organization to be used in such manner as in the
Judgment of the court will hest accomplish the general purposes for which
the dissolved organization was organized. However, an organization dees
not meet the organizational test if its articles or the law of the State
in which it was created provide that its assets would, upon dissolution,
be distributed to its members or shareholders.

Section 1.501(c)(3)-1(c){1l) of the Regulations states that an
organization will he regarded as “operated exclusively" for one or mora
exanmpt purposes only if it engages primarily in activitdies which
accamplish one or more of such exempt purposes specified in Section
501(c)(3). An organization will not be so regarded if more than an
insubstantial part of its activities is not in furtherance of an exempt
purpose.

Sectdon 1.501(¢)(3)-1(d)(1)(ii) of the Regulations states that an
organization is not organized or opsrated for any purpose under Section
501L(c)(3) unless it serves a public rather than a private interest.

Thus to meet the requirements of this subparagraph, it is necessary for
an organization to establish that it is not organized or operated for the
benefit of private interests such as designated individuals, the creatcr
or his family, shareholders of the organizations, or persons controlled,
directly or indirectly, by such private interests. Moreover, even thougn
an organization may have exempt purposes, it will not be considered as
cperating exclusively for such purposes if more than an insubstantial
part of its activities serve a private interest.

Revenmue Ruling £9-175, 1969-1, C.B. 149, holds that a non—profit
organization, formed by parents of pupils attending a private school,
that provides bus transportation for its members' children serves a
private rather than a public interest and does not qualify for exemption
under Section 501{c) (3) of the Code.



Your sole activity and purpose as set forth and cited in this letter is

to provide daily transportation for students of NN .

Thus you are organized for the private benefit of yvour members and do not
sexve a broad public pwrpose as required by Section 1.501(c)(3)-L(Q) (1) (5i)
of the Regulations. Neither are your activities in furtherance of
charitable, educational or cother purposes specified in Section 501{c)(3}.

Your dissolution, as stated in your By-Laws, provides in part, that all
nonies be transferred to the General Fund Acccunt of HNNENGGGGNRGENNNN .
The clause does not regulire NNNGGEGEGEGEGEGEGEGEGEENE o e organized and operated
for 50L(c)(3) purposes. Therefore your dissolution clause does not meet the
requirerents of Section 1.50L(c)}(3)-1(b)(4) of the Regulations.

Therefore based upon the information you have submitted and as cited in this
letter established that you are not organized and cperated for Section
501(c}(3) purposes. Accordingly, we concluded that you are not entitled to
recognition of exemption from Federal incame tawx under Section 50L(c)(3) of
the Internal Revenue Code. It is also determined that tax exenpt status will
not be recognized under any related paragraph of Section 501(c) of the Ccde.

You are required to file Federal income tax returns on Form 1120.
Contributions to you are rot deductible under Section 170 of the Code.

1f you do not accept our findings, we recammend that you request a confexence
with a member of our Regyional Office of Appeals. Your request for a
conference should include a written appeal giving the facts, law, and any
other information to support your position ag explained in the enclosed
Publication 892. You will then be contacted te arrange a date for a
conference. The conference may be held at the Regional Office, or if vou
requegt, at anyv mutually convenient District Office. If we do not hear fram
you within 20 days from the dote of this letter, this determination will
become final.

A copy of this letter will e sent to the appropriate state officials in
accordance with Section 6104(c) of the Internal Revenue Code.




If you do not protest this proposed determination in a timely manner, it
will be considered as a failure to exhaust available administrative
remedies. Section 7428 (b)(2) of the Internal Revenue Code provides in
part that, "A declaratory judgment or decree under this Section shall not
be issued in any proceeding unless the Tax Court, the Court of Claims, or
+the district court of the United States for the District of Columbia
determines that the organization involved has exhausted administrative
remedies available to it within the Intermal Revenue Sexvice.”

Sincerely yours,

District Director

Enclosurae: Publication 892
ce:  Stato attorney General




